STATE OF ALABAMA
ALABAMA SECURITIES COMMISSION

INTHE MATTER OF:

ADMINESTRATIVE ORDIER
NO. C0O-2005-0020

PRUDENTIAL SECURITIES INC.

RESPONDENT

CONSENT ORDER

Fhe Anima Sceurtties Comnission (- Comenssion”™ ), havimy the power o adnunister and

provide for he enloreeniest ot ali provisions of Tile S, Chapicr 6. Code al’ Adabama 1975, the
Alabama Securities Act AT upont due covsideration ol e subject matier hereof| and having
conlitmed information of the offers for sale andior sule of sceurties e, within or from the state

of Alabama. kus deermined as ollows:

RESPONDENT

I PRUDENTIAL EQUITY GROUP. INC, PEG™) Tormerly known as PRUDENTIAL
SECURITIES INC RS fias buen o broker-desder registered with the Afabama Securities
Commission smce Octeber 240 1989 The i 1= o member of ail principal securities and
cormmodity exchaniges, as well as the NASD, PEG s principal offices are focated at One New York

Plaza, tAath Flooe, New York, New York,

STATEMENT OF FACTS

il 1

2 Dusing he poneds [Tecemner 2000 shrough December 6, 2001, December 11, 2001

throvgl Pecomber T30 20000 and Marel 12, 2000 throuat Morch 140 20020 an examination of the
books ard recends cf e Tusville, Alabama braneh office of PST was conducled under the
authormy ol i Code of Aobona 1975 S-0-3000 This esaminaton s mitiated 1 oorder to
TIVESIEEGTE CUSTOMICT Complainls H0¢ as a direct result ol 2 el lawsuit e against cenain agents

employed i this hranch oflice by the agems” clicnts.
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Uponarsal at e branch oftice. the stait ol the Alabana Securities Comnuission ("Staff™)
served upon the Branch Masager, Mr. Brad Flowers: (1) a request for records 1o which access
should be immedisiely provided o the Stefls and (i) a request {or coptes of records to be

immaediateiy provided o the Stalt

4. The Sttt requested immediate access 1o miernal audits of the branch. The Branch
Muanager vontacted tie Fira regarding the Staft's request for inusediate access o internal audits.
Subsequent b e Qe ol receiving aceess o the wemal audits, the Contmission’s fegai
cotilael contacied PSUy ey Departinient 1o discass the possible issuance of o Show Cause Order.
Atthia e the Stani wos provided copies of the nilernal branch audit documents. The branch's

retusal 1o provide imntadinte access resulted in a lack o convenient access 1o the fles.,

> Phe Sial? reguested numediate aeeess o the PSE procedures inanuals and supervisory

procedures. The Stafl was inronmed that responaiv e cocuments were stored solely inan electronic
format. The Stall was rotused access until My Flowers consuited with the Faw Departiment, and

subsequently the Sl reeeived documents responsive 1o es request a o Jater date. The branch's

derral ol clectione aceess 10 records restited i lack of convenient aceess 1 the liles required to

compHicte e audil progess,

0. Customer aceount stilements siwl otaer date were aiso naintained clectranically by PSIL

Fiwe Stall requested mmiedise clectronic sceess (o 1

womatertal, Prior o providing electronic

aceess o the Stels Mo Flowers sought advice regarding protocols tor clectronic aceess.

=

Subsequent de N Plovers” cansultaton, the Sl was ollered paper copics ol any account

statements arad il Gat and orsecess othe P’ proprictary systems containing the requested
mformation whiic in the presence ofa branclh eieplovee. Fhe Firm ottered 1o TCLULst paper coples
ol secounl siatements asd other reguesied data from PSs home oltice and submit such data
direetly 1o the S12lt Alier completion of the onsite audit, the Firm provided copies of documents

1

respunsive Lotlie Stanls reguest The Stadl selieves that it was denied convenient aceess 1o the files.
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7. Ahe Stalt reguested the e-mail files ot the foltowing emplovees:

William: “Bully™ Wesley Neighbors, Sro Resistered Aget
Wit Wesley “Wos™ Neighbors, Ir | Registered Agent
I Weckwarih, Registered Saies Associale

dohn Lo dack™ Heiss, tormer Branch Manager of the Huntsville, Alabama office

M. Aveview ol the el files determined that many o the ¢-mails” content was pronibited

by PSTs Comorate - Dotiey Ko and several Complianee Alert Memoranda,

g, Witlam Wesley Netehbors, Tro vicluted PSEs Corporate E-mail Policy due 1o the nature
and content ol a inoited number of the c-mvul Hles that he aceessed in his PSEeomail aceount. Mr.,
Serghbuors wisouittized his PSEe-mail account for non-work activity. in violanon ol the Corporate
-mand Padicydolun Hleiss, M Neighbors Branch Manager at ihe lime that Nejghbors aceessed the
prohibited c-mmi content and ased s PSTe-mail for non-wark activity, dirceted Mr. Neighbors to
cuise and desist fe violatve activity, Despiie Me, Heiss osder. M. Neighbors continued the
conduct. My Hless Tadded o ke futhar action reguding My Nerghbors' continued violative
activity, Subsequently, Mo Heiss was nernitiod o resion from PSLUas o resudt of his faiure to
supervise Ve Neighbor” canial activity. My Neighbors”™ cnaployvment with PS1 was terminated

duc o nes vieiation ol i paiiey,

[0, Tae Sl idenutied certam doctments bearting client signatures in which seme or all of the
remanning data licids oo the documents were not completed. These documents included:
stock/bord powers o atermey Tull power o attorrey, custonter accownt bansier forms. pledge
agreenents, and scilers represaation letters. Phese documents were maintained in customer files
and cemplune fles Addaionative Moo Heiss” sionature was evident on several blank 1 etters of
Attharzaton forms wbich were located in o pumber o! custonier files serviced by Mr. Netghbors.
The branch stall was el ly unaware of the existence o these inconplete documents. After the
Statliocated the docunients eted above, the braneh siail ook action 1o isolate and contiscate: such

documents upon denniticntion.
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I Several customer Hiies did nel contain completed client agreement forms. in that, client

went acreement fomus dentitied in the exam were

stgnatures were nussing, Cemtain PSI e

meomplete and did ot cepture certain suitability intormation such as clicnt abyectives,

CONCLUSIONS OF 1 AW

12 Scehion x-6-3: 1 Coge of Alalame 1973 states that . all the records of any reyistrant are
subject at any Gme o from Hine o o o sueh reasonabie peviodic. special or otlwer examinations
by representatives of the commisaen. within or withoul s state. as (he commission deems
tecessacy orapprondiste o e public mterest or for the protecten of nvestors.” Fuilure 1o provide

Cumnvehiehl aeeess o HHes consttuws & v oo o Seolion 3-62311) Code of Alabaina 1973,

I3, Section 8-6-30507 Code o Vabms 9750 shes sl the CConimission may by order
deny suspend or roveke iy resUion, or censuie ar aer any applicant or rewisirant or any
OlTieer, director, Dartiier or Pperol oceupyitiy 4 s i statis or pertornang similar functions for a
resstrant, ronn entplosiinent ait a deates or investinent adviser. or restrict ar 1imil a registrant as
Lo any Faction or activiiy of the husiness Tor whichh registaation s required i ihis state if the
Comtission fids hat tie order is m e pubiic interest and shay the applicant or registrant or in the
case of a deawer or Gveshien adyiser any partner. otticer or director, any aerson occupying a
sundar status or pestering sdar Lncion. o aey nerson directy or indrectty controlling the
dealer or v esiment adviser., hes eneneed in dishonest or unethical prictices tn the securities
bustness.™ Al caaace of documentation besring sivnatures that are olherwise incomplete

calshitiies o vinlanon ot Secton $a0- 30007 Code o Afabemig 1973,

I, Comnussion Rule $3N-2-012 stares that “every dealer, investment adviser and every
associated person thiereol wha recommends 1o g customer the purchase, sale or exchange of any

seeunty shall have reasenable ghounds o believe and <ha!l bolieve that the recommendation s

switable tor such vustomes o the hasis of information Turtished by such custonter afler reasonable

I coricerninyg the cust ners imesinent objectives, fhancial situanon and needs. and any

-

OHILT IETNatOn saea i iy sacht deaier, investinent ads iser or associaled puersan thereot”™ Failure

L recors Conipaete suiaininy plormztion constiioies o vioiien of Commission Rule §30-X-3-.12
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|3 Comnussion Rule 830323131 states it “every dealer, issuer. or investment adviser,
and ettieers. directors and pasiners tereol. shadl exercise dilizent supervision aver ail the securities
acivities ol s asaocivted persens.” Mro Heiss™ acts or omissions, as deseribed above, constitute a

viclation of Comnssion Rute S30-N- 1301

ih. Comnussion Rute S30-N-3- 1303 states. “As part of s responsibiliny under this mule, EVETY
dealer. ssuer o nrvestiment ailviser <badl calanuisi, st and enforee wriilen procedures. . Mr,

S amimission Rule 330-X-3-

Huorss™ Falure o endoree PSEs coail policies constituies

433,

7, Comimasion Rube SN0 sGies tha Al recerds reowired 1o be kept hereunder

shall be i suen o ae oy comvenionly e esiined by e comniissicn or its sttt without the

¥

necessity o eploving mechasical mcthods or msacctons.” Contmission Ruie S30-X-3. [ 3(m)

o b preserved hereunder shatl beoin formy as may

states thal Al records recunreg
convemently be exanumed by thie commission ar s staf 1 Commission Rale $30-X-3-.16(3) states
that =N hooks, records e ather documens requered 1o be maistained and presen od under this rule
Aty Do stored on rereline mieroliche, or electronie processing svstem o similar systen utilizing
annterial e dece preeided ned cenv et acs saet record is immmediatelv accessible.”

Doctents rovesion were o crently avardabie movielaiton of Comnussion Ruies 830-

Lat

N30 THAT N NG T S and NSNS fag N

ORDER

WHTEREAS the Connnssivn aed the Respondent cre desirons of sedling this malter as

hereln se el ad soree ol canary o this Cad o owards than end:

WHEREAS the Rueapondent seitier sdinils aor demes aon of the lindings ol 1he examination
conducted Baibae Adaboma Seeurinies Comaission, nor dovs it admit or deny any statement of fac

O Conginsion oliaw conianed e

WHEREAS, toe Respondent Bas voluntariy waived al sialhus to a hearing apun entry of this

Cheer

STLTREAS St e st faas il C0der nesessaly and approprivte i the public interest
forthe protecoon ol v estors, e consisiant winh tic pupeses fairly mierded by the policy and

[Irovistonss of e At
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AND WHEREAS tae Conunission, having she power to adminisier and provide for the

Actand upon duc consideration ol the suivect natter

IS TIRREBY ORI T HAT

I RESPONGENT shai pay o the siare of Alabama an administative assessment in the total
sum TRy b Thousind Daitars (3350005 said Tusds o be tencered o certitied  funds
SORTCIPoriiconsn with the entry ol P Order, 1 aocordanee witlt Seetion N-0-190) 1) Code of

Alabeima 1975 s

2 RESPONDENT shall pes o the Alaboma Securities Commission, as naril reimbursement

for the Cemmes s vest e svestiginng his omaiten, ihe sum ol Ten Thousand Doliars
ESTONE s s b e renderad e comirad finds comemporaneousiv w i the entry ot this

rders i aecordines with Secien Soo- oo Code of Alabama 1973

-

3 Phe Comintasion recemmiends that al newly hired emiplovees at te Huntssdle, Alabama
branch cllice abend g mivimu ol 2 hows ol taining o complianee poiicies and procedures
as apart o aew emplovee crertanes aond thal all swsbing enployees attend no less than eight
hours o frning on compliones policies aod procedures on o biznnual basis, The Commission
fusther recomendds thar all e e wirls masagenent o supervisony “esponsibilities attend no
iess than cight hoars o v an superyisors procedures on o anouai basis. PSI as

RESPONDEN T shall Torw s taese reeenmendations 1o the vperators of the Hhuntsyille branch and

SULLCest Al e rosemmmendaiiors e o derented
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AGREED AND CONSENTED 10 on date indicaied:

PRUDLNTIAL EQUTEY GROUP, INC,
fmmu‘\ RIWm g as

PRUDESAHTN. SECURTTIES INC,

B T e N R T A

B B A e R L R

32,0 divar Rl 2005

ALABAMASECURITILS
( OMAMISSION 770 %W ashington Avenue.

Suie 370 Mamgomery, AL 361 30-2700
{33y 2422984
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